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The Common Stock Is Fully Listed on the New York Stock Exchange 
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SUMMARY OF DISTRIBUTION OF INCOME 


Received from the Sale of Merchandise . 

Received from Other Sources . 

$41,746,124.02 

76,492.57 

$41,822,616.59 

Percentage 

100.00% 

Paid Out or To Be Paid Out: 

For Merchandise Delivered to Stores . 

$33,567,924.22 

80.26 

For Store Employees’ Wages, Rents, Light, Heat, Re¬ 
frigeration, Repairs, Telephone, Wrapping Sup¬ 
plies, Depreciation, Warehousing, Advertising and 

Maintenance . 

5,813,639.83 

13.90 

For Salaries to Officers, Buyers, Supervisors, and 
Administrative Employees, and for General Ex- 
penses and Interest .. 

913,143.43 

2.18 

For Taxes to the Federal Government, and Various 

States and Municipalities . 

881,682.59 

2.11 

For Dividends to Stockholders . 

462,989.98 

1.11 

Balance Remaining in Business . 

183,236.54 

0.44 


$41,822,616.59 

100.00% 
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Philadelphia, Pa., 
March 30, 1943. 


Your Company operates on a fiscal year having thirteen periods 
of four weeks each. This report covers the fifty-two weeks which began 
December 29, 1941, and ended December 26, 1942. 

The financial condition of the Company as at December 26, 1942, 
and the operations of the Company for the fifty-two week period ended 
on said date are reflected in the accompanying consolidated balance 
sheet and consolidated income account reported upon by Messrs. 
Lybrand, Ross Bros. & Montgomery, certified public accountants. 

The name of your Company was changed from "Union Premier 
Food Stores, Inc." to "Food Fair Stores, Inc." on April 18, 1942. This 
change was suggested by the management and adopted by the stock¬ 
holders at the annual meeting held on April 14, 1942, because the 
Company's supermarkets were operated under the name "Food Fair" 
and many of the Company's products bore brand names incorporating 
all or part of this phrase. Many people who knew the Company as 
the issuer of the Union Premier Food Fair Stores, Inc. stock did not 
associate the Company with the Food Fair supermarkets. 


WHERE THE FOOD FAIR INCOME DOLLAR GOES 
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GROWTH OF SALES 



‘$24,498,783 


fJi94o| 5§j >>>3 m >»:< m as® w see *** a® 

$29,200,548 

$34,094,701 



$41,746,124 

Each symbol represents $3,000,000 of sales. 


SALES AND EARNINGS 

For the fiscal year 1942, your Company again established a new 
all-time record for gross sales. The gross sale total for 1942 of $41,746,- 
124.02, which represents an increase of 18.33% over the 1941 figure of 
$34,094,701.54, assumes added significance in view of the fact that the 
number of the Company's supermarkets in operation throughout both 
years was substantially the same. Net income, before taxes, for the 
year 1942, was $1,237,347.57, whereas, after taxes, the net income was 
$646,226.52. Earnings for 1942, per share of Common Stock, after pro¬ 
vision for taxes and dividends on the outstanding Preferred Stock, 
amounted to $1.55. 
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The management believes that, in view of the various factors 
accompanying our all-out war effort, such as rationing, ceiling prices, 
increased taxes and the decrease in the number of civilian consumers, 
sales and profit margins for 1943 cannot be predicted. It is expected, 
however, that a vigorous continuation of your Company's policy of 
operating its business as progressively and as economically as possible 
will enable it to obtain results, in sales and earnings, which will be 
satisfactory. 


DEPRECIATION POLICY 

Upon completing an appraisal of your Company's fixtures and 
equipment. The Manufacturer s Appraisal Company recommended 
that the Depreciation rate of 10% heretofore used with respect to these 
items be increased to 12V2% per annum. This recommendation was 
followed by your Board of Directors. By application of the new rate, 
the charge for amortization and depreciation for 1942 of $301,144.45 
represents an increase of $31,927.34 over amortization and deprecia¬ 
tion computed under 1941 rates. 

DIVIDENDS 

During 1942, dividends of $1.00 per share on the Common Stock 
were paid, at the rate of 25c per share for each quarter. Quarterly 
dividends, aggregating $2.50 per share, were paid on the $2.50 Cumu¬ 
lative Preferred Stock. 


NET INCOME BEFORE & AFTER TAXES 



1938 1939 1940 1941 1942 


Each coin represents $50,(XX). 
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WORKING CAPITAL AND NET WORTH 



1938 


1939 


1940 


1941 


1942 



$1,031,357 



$1,399,224 



$2,653,030 


$3,241,780 


$4,315,180 
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NET WORTH 
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$2,155,305 



$3,328,965 


$5,021,255 


$5,260,593 



$5,406,527 

Each symbol represents S500.000 
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CAPITAL AND CORPORATE STRUCTURE 

At the time of the publication of the Annual Report for 1941, the 
number of shares of Common Stock outstanding was 332,129. There has 
been no change in this total. As of March 12, 1943, of the 55,000 shares 
of $2.50 Cumulative Preferred Stock originally issued, 2,360 shares have 
been retired under and pursuant to the Purchase Fund provided for 
such purpose; in addition, your Company has purchased 1,020 shares 
of said stock which it now has in its treasury to meet further require¬ 
ments of said Purchase Fund, leaving 51,620 shares owned by the public. 

On December 26, 1942, your Company entered into an agreement 
with its four wholly-owned subsidiaries (Pennsylvania Food Fair, Inc., 
The Food Fair, Inc., King Arthur, Incorporated and Harold Realty Co., 
Inc.) under which it received their assets and assumed their obliga¬ 
tions. The management felt that the simplified corporate structure 
resulting from the elimination of the subsidiaries would result in various 
advantages to the Company. All operations since the beginning of 
the fiscal year 1943 have been, and are being, conducted by the Com¬ 
pany itself. 
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OPERATING UNITS 


During the year 1942 and to the date of this report, your Company 
opened additional supermarkets at Lancaster, Pa. and Philadelphia, 
Pa., respectively, and closed one at Wilmington, Del. which was located 
in a building taken over by a war industry. Another supermarket in 
York, Pa. was closed but negotiations are in progress for the opening 
of a unit in the same town to take its place. The respective locations of 
the supermarkets now operated by your Company appear on the map 
shown on pages 16 and 17 of this Report. 


INCENTIVE BONUS AND RETIREMENT PLAN 

The Incentive Bonus and Retirement Plan put into effect by the 
Company in December 1941 remains in operation. On the 25th day 
of November, 1942, the sum of $69,232.94 was deposited with the Penn¬ 
sylvania Company for Insurances on Lives and Granting Annuities, 
the trustee under the Plan. 

There were 76 employees covered by the plan for the year 1942 as 
compared with 65 employees for the year 1941. 


MANAGEMENT AND PERSONNEL 

There has been no change in your officers and, with one excep¬ 
tion, the membership of your Board of Directors has remained the same 
throughout the year. 

Relations between management and employees continued on 
the friendly basis which has been in existence for many years. Union 
contracts have been renewed without undue friction and it is expected 
that, as existing agreements expire, they too will be replaced by amic¬ 
ably negotiated contracts. 

The increase in female employees, noted in the Annual Report for 
the year 1941, has continued. As of February 7, 1943, your Company 
had in its employ approximately 1000 regular and part-time female 
employees, as compared with a total of 617 for the corresponding period 
in 1942, an increase of about 60%. 
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At the close of the year your Company had 3,231 men and women 
on its payroll. During 1941 and 1942, 471 of your Company's em¬ 
ployees became members of our country's armed services, that is, 
approximately 20% of the 2397 male employees of the Company on 
December 26, 1942; as indicated by the rapid rise in the number of 
female workers, many of these employees were replaced by women. 
Your management is proud of this considerable contribution to the 
nation's war effort and feels certain that the Federal agencies respon¬ 
sible for taking men from industry for the armed services will not 
endanger the continued successful operation of our business by taking 
more of the Company's men who are essential for the operation of the 
business than is absolutely necessary. 
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DEVELOPMENT OF BUSINESS 


Your Company has continued its policy of operating all depart¬ 
ments in each of its supermarkets and of offering, in these departments, 
an extensive variety of products not only as to various grades of one 
item but also as to the number of items carried. The increase in gross 
sales from year to year is a clear indication of the wisdom of this policy 
which makes it possible to maintain a complete and direct control over 
the operation of the market and to eliminate the likelihood that a con¬ 
cessionaire will run his department in a manner which may prove detri¬ 
mental to the market as a whole. 

The management takes this opportunity of thanking its employees 
for their cooperation and the customers of its markets for their patronage. 




Me 


President. 


Lybrand.Ross Bros So Montgomery 


RESIDENT PARTNERS 
T. EDWARD ROSS 
JOSEPH M. PUOH 
JOHN HOOD. JR 
OEOROe R ORABENSTAOT 
A. KARL riSCHER 
CLARENCE R. HAAS 
NARRV M.STEINMEVER 
CARL H.ZIPE 


Certified Public Accountants 

Packard Building 

RmI L_ADEl_RMIA 


NIK YORK 

• HIlAOtlPHIA 

CHICKOO 

BOSTON 

BALTIMORE 

WASHINGTON 

PITTSBURGH 

DETROIT 

CLEVELAND 

CINCINNATI 

ROCKFORD 

LOUISVILLE 


ST. LOUIS 

ATLANTA 

DALLAS 

HOUSTON 

SAN I RANCISCO 

LOS ANGELES 

SEATTLE 


LONDON 


Food Fair Stores, Inc., 

Philadelphia. 

We have examined the consolidated balance sheet of 


FOOD FAIR STORES, INC. 


and its wholly owned subsidiaries as of December 26, 19*2, and the 
consolidated statements of income and surplus for the year (52 
weeks)then ended, have reviewed the systems of internal control 
and the accounting procedures of the companies and, without making 
detailed audits of the transactions, have examined or tested ac¬ 
counting records of the companies and other supporting evidence, 
by methods and to the extent we deemed appropriate. Our exami¬ 
nation was made in accordance with generally accepted auditing 
standards applicable in the circumstances and included all pro¬ 
cedures which we considered necessary. 

In our opinion, the accompanying consolidated balance sheet 
and related consolidated statements of income and surplus present 
fairly the consolidated position of the companies at December 26, 
1942, and the consolidated results of their operations for the 
year, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Philadelphia, Penna., 
March 4, 1943. 
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ASSETS 


FOOD FAIR STORES, INC. and ITS 
CONSOLIDATED BALANCE SHEET 


Current: 

Cash on hand and demand deposits . 

Obligations of the United States, at cost . 

Accounts receivable: 

Trade . $13,252.89 

Employees . 4,261.03 

Miscellaneous . 6,079.57 


Inventories, at cost or market, whichever lower: 

Merchandise in warehouses . 3,764,470.17 

Merchandise in stores . 1,257,570.57 

Merchandise in transit . 152,773.79 

Store supplies . 39,849.48 


Notes receivable and advances, truckers. 

United States War Savings Bonds held for sale to 
employees .. 


$1,363,329.50 

115,000.00 


23,593.49 


5,214,664.01 

28,537.60 

12,281.25 


Total current assets 


$6,757,405.85 


Due from U. S. Government, post-war refund of excess 

profits tax . 13,400.00 

Other investments, at cost: 

Mortgages . 22,250.03 

Stocks . 1,090.00 

- 23,340.03 


Fixed assets, at cost: 

Land . 

Buildings . 

Improvements to leased buildings . 

Fixtures and equipment . 

Automobiles and trucks . 

Less allowances for depreciation and 
amortization . 


. 489,849.10 

$1,239,815.27 

781,786.33 

1,372,684.33 

6,883.05 


3,401,168.98 


2,747,097.05 

72,905.07 

18,453.00 

24,665.62 

211,335.41 


$9,868,602.03 


1,143,921.03 2,257,247.95 

Prepaid and deferred accounts . 

Deposits with landlords, public utilities, etc . 

Cash surrender value of insurance on officer . 

Goodwill . 


Note 1. Purchase warrants, attached to preferred stock when sold, are outstanding to purchase 
before December 31, 1947; 52,640 shares of common stock at $15.50 per share until 
June 30, 1943; $19.50 per share until December 31, 1945; and $25 per share thereafter. 
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WHOLLY OWNED SUBSIDIARIES 
AS OF DECEMBER 26, 1942 

LIABILITIES 

Current: 

Notes payable, banks, due within one year. 

Accounts payable, trade, etc.- . 

Mortgage installments due within one year. . 


$700,000.00 

1,186,363.64 

86,650.00 


Accrued liabilities: 

Salaries and wages . 

Taxes, other than taxes on income . 

Federal and State taxes on income for 
1942, estimated, including $134,000 
for Federal excess profits tax . $608,000.00 

Less United States Treasury Tax Antici¬ 
pation Notes . 303,288.40 


$43,129.95 

105,372.28 


304,711.60 


Interest . 

Employees' deposits for United States War Savings Bonds 
Total current liabilities . 


6,367.86 


459,581.69 

9,630.17 


$2,442,225.50 


Mortgages due subsequent to December 31, 1943 (not 

assumed) . 

Notes payable, bank, due subsequent to December 31, 1943 


219,850.00 

1,800,000.00 


2,019,850.00 


CAPITAL 

Capital Stock: 

Cumulative preferred, par $15, authorized 250,000 shares 
(specific preferences determinable upon approvals 
of issues) of which 55,000 shares were issued; out¬ 
standing 52,640 shares; dividend $2.50 annually; re¬ 
deemable at $55 per share to December 31, 1943, 
and $53 per share thereafter; entitled in involuntary 

liquidation to $50 per share . 

Common, par $1, authorized 750,000 shares; issued 
332,129 shares (see Note 1) . 

Surplus, as annexed: 

Capital surplus . 

Earned surplus: 

Appropriated for retirement of preferred 

stock . 110,161.18 

Unappropriated . 1,225,489.84 


$4,462,075.50 


$789,600.00 

332,129.00 

2,967,719.51 

1,335,651.02 

5,425,099.53 


Less 470 shares cumulative preferred stock in treasury, 
at cost . 


18,573.00 


5,406,526.53 


$9,868,602.03 

Note 2 Under the terms of an agreement effective December 28, 1942, Food Fair Stores, Inc., 
acquired the assets and assumed the liabilities (excluding mortgages encumbering 
real estate) of its subsidiary companies. After giving effect tc• this; merger, the posit 10 
of Food Fair Stores. Inc., is identical with that of the consolidated group immediately 
prior thereto. 
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CONSOLIDATED STATEMENT OF CAPITAL SURPLUS 

FOR THE YEAR (52 WEEKS) ENDED DECEMBER 26, 1942 


Capital surplus, December 28, 1941 . $3,005,036.06 

Less excess of cost of 1,310 shares of cumulative preferred 

stock redeemed over par value. 37,316.55 

Capital surplus, December 26, 1942 . $2,967,719.51 


CONSOLIDATED STATEMENT OF EARNED SURPLUS 

FOR THE YEAR (52 WEEKS) ENDED DECEMBER 26, 1942 


Earned surplus, December 28, 1941 . $1,152,414.48 

Net income for the year ended December 26, 1942, as annexed. . 646,226.52 


$1,798,641.00 

Dividends paid in cash: 

Common stock, $1 per share. $332,129.00 

Cumulative preferred stock, $2.50 per share. 130,860.98 

- 462,989.98 

Earned surplus, December 26, 1942: 


Appropriated for retirement of preferred stock. . . 110,161.18 

Unappropriated. 1,225,489.84 

- $1,335,651.02 
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CONSOLIDATED STATEMENT OF INCOME 

FOR THE YEAR (52 WEEKS) ENDED DECEMBER 26, 1942 


Sales . 

Cost of goods sold: 

Inventory, December 28, 1941 
Purchases net of discounts. . 

Inventory, December 26, 1942 


$41,746,124.02 


$4,547,706.88 

33,643,645.54 


$38,191,352.42 

5,022,040.74 

- 33,169,311.68 


Gross profit ... 

Operating expenses: 

Maintenance and repairs . 211,128.15 

Depreciation of equipment and buildings and 

amortization . 301,144.45 

Taxes, other than income and excess profits 

taxes . 290,561.54 

Rents . 287,495.90 

Store wages; operating, general and adminis¬ 
trative expenses . 6,262,504.49 


8,576,812.34 


7,352,834.53 


1,223,977.81 

Other income: 

Interest . 3,171.92 

Rents received . 61,447.81 

Profit on sale of land and equipment . 8,125.70 

Miscellaneous . 3,747.14 

- 76,492.57 


Income before interest, and income and excess profits taxes 
Interest paid . 


1,300,470.38 

63,122.81 


Income before income and excess profits taxes . 1,237,347.57 

Provision for Federal and State taxes on income, 
estimated: 

Federal and State income taxes. 474,000.00 

Federal excess profits tax, net of post-war refund 

($13,400) . 120,600.00 

594,600.00 

Less adjustments for prior years . 3,478.95 

- 591,121.05 

Net income . $646,226.52 


Note: In accordance with the terms of the issuance thereof, $48,013.42 of the foregoing con¬ 
solidated net income was set aside during the year 1942 for the purchase and retirement 
of the cumulative preferred stock. 
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LOCATION OF FOOD FAIR MARKETS... Operated 



PENNSYLVANIA 


— HARR,SB 


BURG 3 


LEMOYNE 1 



LEBANON 2 


SulMtl 




READING 2 


WEST READING 1 
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by Food Fair Stores, Inc 
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FOOD FAIR’S OWN BRANDS 



COFFEE 


TOItIT 

BfiTtCLES 


IfARMS 

PRODUCE 


Household 

Products 



































Keep the light of Liberty burning 


/ 



/ 

BUY 

UNITED STATES 

WAR BONDS 

AND 

STAMPS 







